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REPORT OF THE DIRECTORS 


To The Shareholders: 


Your Directors submit the 43rd Annual Report which includes the Auditors’ 
financial statement, covering the year ended December 31, 1978. 


Under the terms of an agreement between Madsen and Bulora Corporation 
Limited, dated September 14, 1974, covering the sale to Bulora of the Company’s mine 
and all adjacent mining properties and all mine buidings and mine equipment in the Red 
Lake area of Ontario, Madsen was to receive $1,700,000 in cash and a royalty of 15% of the 
net proceeds received by Bulora from the operation of the Madsen mine. At December 31, 
1978, $1,500,225 of the $1,700,000 was paid, leaving an outstanding balance of $199,775 
excluding interest and other charges also covered by the Debenture. It is expected that 
part of the outstanding balance owed by Bulora will be paid in 1979 through funds now 
held by Coopers & Lybrand Ltd., court appointed Receiver and Manager of Bulora 
Corporation Limited. 


Net earnings after extraordinary item (Note 5) were $17,047 equal to $.006 per 
share compared with $.022 per share for the year 1977. 


Working capital was $2,120,926 at December 31, 1978, compared to $2,646,670 at 
December 31, 1977, reflecting a decrease of $525,744 for the year 1978, due to oil and gas 
exploration expenses and purchase of additional Madsen shares. 


Madsen purchased an additional 205,475 shares, totalling 530,000 shares of its own 
securities during the year at an average price of 64¢ per share, reflecting the confidence of 
the Directors in the future of the Company. 


Madsen maintained its interest in Baffinland Iron Mines during the year at 21%. 
Baffinland Iron Mines owns large iron ore deposits on Baffin Island. Although not yet 
under development, the deposits will have substantial future value. 


Madsen held on to its freehold land holdings in Saskatchewan in 1978 to await the 
outcome of the Provincial election. Due to the results, Madsen intends to drop its holdings 
as management feels that the political climate in that province discourages development 
of the property. 


Madsen participated in two joint ventures with Signalta Resources Limited in 
1978. Madsen’s interest after payout in the first programme is 4.5833%, the results of 
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which are seven potential gas wells from eleven holes drilled. Proven and probable 
reserves of this programme is estimated at 15 Bcf. of gas. Two wells are expected to come 
on stream in 1979. 


There have been eleven holes drilled to date in the second Signalta Joint Venture. 
Madsen has a 11.1111% interest in a well that tested 4,325 mcfd. and started producing in 
November 1978. The other ten holes resulted in four more gas wells that are expected to 
come on stream in the fall of 1979. Madsen’s interest after payout in the latter mentioned 
wells is 5.55555%. Estimated reserves of the five successful wells is 12 Bcf. Madsen’s direct 
interest in Signalta’s programme to date is estimated at 2 Bef. 


Madsen participated in the 1978 Zephyr Resources Ltd. Joint Venture and funded 
working interests in the drilling of thirty-seven wells in Alberta and British Columbia, 
resulting in sixteen potential gas wells, eight oil wells, one oil and gas well, six dry holes 
and two suspended holes with four holes drilling at the time of this report. Two oil wells 
went on stream in 1978 and it is expected that all the oil wells and one gas well with an 
estimated 11.73 Bcf. reserves will be on stream in 1979. Madsen’s interest in this 
programme is 2%. No estimate of total reserves of this programme is presently available. 


Madsen is participating in a farm-in with American Petrofina in its Palo Duro 
Basin project in Texas. The Palo Duro Basin is the last large relatively unexplored basin in 
Texas. At the time of this report the first well was drilling at 7,000 feet with no test results 
as yet. Madsen’s net interest after payout will be 1.875%. 


There was no change with respect to Lassie Red Lake Gold Mines Limited in the 
year 1978. 


The Company will continue to increase its investment portfolio in the natural 
resource industry and will consider participation, either directly or through operating 
companies, in worthwhile ventures. 


Respectfully submitted, 


P. H. McCLOSKEY, 
President. 


Toronto, Ontario, 
March 22, 1979. 


BALANCE SHEET 


December 31, 1978 


ASSETS 


CURRENT ASSETS 


Cashipec lin titenc Saree 20). eh co henteteae eenrermmanatare needa ceagearea 
Short-term deposits, at COSt .....:..c...sescrceeserenseceorcensorocensntensecnenes 


(Market value $1,085,670; 1977 $1,493,157) 


Accounts: FECEIVA BIE ii veatice creeetec tester cce eet oe Pernt mmeeenar 
Marketable securities, at ‘cost: GnOte Sec 5 aie eacecennc acerca duet 


(Market value $2,518,034; 1977 $1,550,832) 


NOTE RECEIVABLE (Ote 2)ris inc ossteessnnset ts seaneeirse gem mareeraas 


SHARES IN COMPANIES, at cost 
Baffinland Iron Mines Limited 


TO3. 38S SHALES ohne. cc pe hessshdsnsnseobeaees Reese nee neon eee 


FIXED ASSETS 


Furniture and equipment s:tsc: 2 sc.45 earn eee re eee 
Accumulated: depreciation <2) incre syns eee ees 


MINING PROPERTIES 


Mining claitrs-v.. 10220). 202k concace ences Seer oe ai et ttn ee eat 
Deferred exploration expenditure... eee ees 


Approved by the Board: 


P. H. McCLOSKEY, Director. 


A. D. HELLENS, Director. 


1978 


$i a elO3732 
682,675 


7,141 
1,561,090 


2,261,638 


190 799 


582,279 
15251 
583,530 


22,953 


20,925 


2,028 


26,953 


431,250 
458,203 
$3,505,174 


1977 


S 282027. 
1,325,044 


21,496 
1,239,108 


2,069,395 


1997 F> 


582,279 
44,834 
627,113 


Pape Bi 
20,418 
2.350 


26:953 
108,038 
134,991 

$3,633,611 


MADSEN RED LAKE GOLD MINES, LIMITED 


(Incorporated under the laws of Ontario ) 


LIABILITIES 


1978 1977 
CURRENT LIABILITIES 
TN Ss SOIT NGG) COUGAR PS Oe $ 120,000 
FEU IES MEVCR VA CoG fate cr re Ns Se aad ae ocles a see oun Svadan ten Uopaak neneve sn aaaer 20,712 So 2.827 
1 DESCOSS SET 95 0) NR ire ROR Pe coe ere ens vc rena sere ett Caner 9,878 
140,712 22,705 
DEIR DIN COME WANES iets ectco stn ssoctcenosendncyinenapssssvsnenvanesoaveessnsane 44,000 44,000 
184,712 66,705 
SHAREHOLDERS’ EQUITY 
SL Sale Se 4 Sl ML bg Ca ot aie cadre ee Oe Corre Peer es ae eee 1,806,792 1,979,497 
ee lee PT EARRING tian dene cod ones ses tos ieee tna eres Seta g seca ed Gta thes 1,513,670 1,587,409 
3,320,462 3,566,906 
$ 3,505,174 $3,633,611 


AUDITORS’ REPORT 


To the Shareholders, 
Madsen Red Lake Gold Mines, Limited. 


We have examined the balance sheet of Madsen Red Lake Gold Mines, Limited as at December 31, 
1978 and the statements of retained earnings, earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the Company as at 
December 31, 1978 and the results of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


Toronto, Ontario, JARRETT, GOOLD & ELLIOTT 
January 22, 1979. Chartered Accountants 


MADSEN RED LAKE GOLD MINES, LIMITED 


STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1978 


1978 1977 
Balance, beginning of year 
AS previously FePOrted «cc ..c.vsnstoven toraseeeteaeee ote orerneer eee seer $ 155975287 $ 1,525,786 
Adjustment of a prior year’s income taxes (note 8) «0... eee 9,878 9,878 
AS: TOStaLE c..\ecteesetetecte Sed voc ces tess ete ae cas eee ee snare tee caesar er ee 1,587,409 1,515,908 
ING ALTIUM S © occcrosetes cere tert eeaczn nes snsestcttay cove rete eaeareleeetta seme eee eee 17,047 71,501 
1,604,456 1,587,409 
| BY Vis (6 Coo a eee eae errr en et rene errr mee ene EA Aci cela as Baacicae ois 90,786 
Balance,send Of year: 22.22 citccrecten secs ose ss ce ances cee tale ee neers ree ate ted ee $ 1,513,670 $ 1,587,409 
STATEMENT OF EARNINGS 
for the year ended December 31, 1978 
1978 1977 
Investment income? :..2.- esc ee.ccco- te eemencne teste tary se ate seen ses ane eee $136,299 $ 155,487 
Administration CX pense 2iics2.c.0s0.quee ences: eee eae ae eee tee ee eee 109,595 93,796 
Depreciation: sities: tisteates Baueaseiecssesseets ere sone tone age ee eee ee 507 590 
110,102 94,386 
Earnings before income taxes and extraordinary iteM ...........cceeeees 26,197 61,101 
Income taxes 
CUTE NE 56s es coosce aces ecevcansar ert pursu sb eons nete eecgacan ee cence enna oe ease 14,000 39,300 
Deferred ices ce lh clits nde ke poe ee (14,000) 
sme SE! 230 
Rarnings before extraordinary item w.2552.2.05: 3. tees eeestaacenesh aces Patent aes 2199 35,801 
Extraordinary item (GOve! 5) oleae eset ees es ents eee tree creme ene aee 4,850 35,700 
INCU Car OS es Scores tee reg taco cena ee ccese eee cee fee free eee ene $ 17,047 Sous 
Earnings per share (weighted average) 
before éxttaerdinary Wem wa a. a2... eae ne $ 0.004 $ 0.011 
Net Caries joie ee eet BR scat gee se i Se $ 0.006 $2, 0022 


MADSEN RED LAKE GOLD MINES, LIMITED 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
for the year ended December 31, 1978 


1978 1977 
SOURCE OF WORKING CAPITAL 
From operations 
Earnings: beforerextgaordinary item 07. tiie ely oe $, ei23197 $ 35,801 
Items not requiring an outlay of working capital 
Depreetation and amortization) 2...-¢.22.1-s.ce-aeeeee ion aeeee 507 590 
Deeterredeincome tax eSiiar is ial esi nner tat hae (14,000) 
12,704 22,391 
Reclassification of investment in shares in companies as current 43,583 
Re duciiomOl income taxes (NOLE D)innt.ae say erent as css teres 4,850 35,700 
BPC Cre ASCHITINNIOLE TECEIV AD ler it tose fed fo ea sactded ec nodes ap sdonncetaceianavoees 49,928 
615137 108,019 
APPLICATION OF WORKING CAPITAL 
RetaTCITASC  OlslEXe GO GASSEIS co casei ae ee ates ee vanes ee oe kacoesse 178 2,067 
OBESE SEXP) LOL AION vases tienes check tnd ane ot aan lense ane accede VG de 37412 96,648 
Increase in investment in shares of COMPANIES ............ eee eeeeeee Sea) 
Purchase of 205,475 (1977 112,300) shares of share capital of 
WOM Pally Bee. ..cxctavs Bona ees Aedes LA ae RO rai 172,705 60,535 
[DUNN Cotes Se DUP oR, 5 To Deets eta ti od a Ar AL OLE AAS Re OWEN Ee TRAE Ser 90,786 
EPROM Pe MOC AC FUSUIMCN Ui. ue scakssc8s sree scsecteas ieee Seedatat seccr sah hho ae>s 9,878 
586,881 174,955 
DECREASE sINeEWORKING CAPITAL, sec acstcesse ss coedendasntesse cadeatboncucant 525,744 66,936 
WORKING CAPITAL, BEGINNING OF YEAR ..............ccccsscesseeseees 2,646,670 2,713,606 
VO Kol Ga PLEA lL. FIND) OF GY EA Rote cig vcucanaatenes iicuiccssoncteneasns $2,120,926 $2,646,670 
REPRESENTED BY 
MUU MCTMUR AS SCS og cei rec te ee rc ccc a cates cy Aedes aa eae ce Maa da ses oon tev antes aed $2,261,638 $2,669,375 
CE ISH ot LSI TE: LBL H Gh Cock cette elit ath SOA oes Bp CRUG CATER AS cy teen 140,712 22,705 
AOS SITOEAT VES U2) Ra Jad oleae Con Kine nee RAE ven. Sehr Seva area oer $2,120,926 $2,646,670 


MADSEN RED LAKE GOLD MINES, LIMITED 


NOTES TO FINANCIAL STATEMENTS 
December 31, 1978 


1. Significant accounting policies 


(a) 


(b) 


(d) 


(€) 


(f) 


Short-term deposits and marketable securities 
The company carries its short-term deposits and marketable securities, at cost. 


Shares in Baffinland Iron Mines Limited 

The Company carries its interest in Baffinland Iron Mines Limited, a company engaged in the. 
exploration and development of an iron ore property, at cost. Realization of an income on or 
recovery of the cost of these shares is subject to the development and production in sufficient 
quantity of ore of economic value. 


Fixed assets 
Fixed assets are stated at cost. Depreciation is provided over the estimated useful lives of the fixed 
assets on the diminishing-balance basis at an annual rate of 20%. 


Mining properties and deferred exploration 

The Company carries its mining properties at cost. The Company defers the cost of its exploration 
expenditure and carries it as an asset until the results of the projects are known. If a project is 
successful the related exploration expenditures are amortized over a period of years, pro rata to 
anticipated income. If the project is unsuccessful, the exploration expenditure and mining property 
are written off. 


Income taxes 

The Company uses the tax allocation method of accounting for taxes on income. Under this 
method, timing differences between reported income and taxable income result in deferred income 
taxes. Deferred income taxes arise mainly from the claiming of a reserve against unpaid amounts 
arising from the sale of its mining property. 


Foreign currency translation 

Short-term deposits, marketable securities, long-term assets and long-term liabilities are translated 
at the approximate exchange rates at the time of acquisition, Other current assets and current 
liabilities are translated into Canadian dollars at the approximate exchange rate at December 31, 
1978. 


Revenues and expenses have been translated at rates prevailing during the year. 


2. Note receivable 


The note receivable bearing interest at 10% per annum matured March 28, 1977 and interest has been 
paid to that date. No interest has been accrued since March 28, 1977. The principal amount is secured 
by a first mortgage charge against certain mining properties and equipment of the mortgagor. 


3. Bank loan 


The bank loan is secured by pledge of certain marketable securities. 


4. Share capital 


The share capital of the Company consits of: 


Authorized 
5,500,000 shares of no par value 
Issued 1978 
Shares Consideration 
Dalene: Desi erOt eat 2454 2 iene ters ae coh Coes 3,556,196 $2,144,035 
Purchase by the Company 
Beare AMAL Ni sk: tes ee ado cnet eee A eee oe Mag 324,525 164,538 
Purchase during year 
January 9 A EOS Desi SORT Eee ae © 170,000 141,194 
January 23 SS ie aestac dis shea skec teal tt 5,475 4511 
August 30 by 5 Py ante PO CMa re 30,000 27,000 
205,475 172,705 
530,000 337,243 
MENG .CACy Cb Vea tae ert sre tae eo eee et ea rat 3,026,196 $1,806,792 


Extraordinary item 

The credit of $4,850 ($35,700 in 1977) arises from the reduction in income taxes due to a claim for 
capital cost allowance in excess of the depreciation included in costs and expenses, and a deduction of 
mining exploration expenditure which was carried as a deferred expenditure. 

Statutory information 

The aggregate direct remuneration paid to directors and senior officers (as defined in The Business 
Corporations Act, Ontario), was $41,398 in 1978 and $39,410 in 1977. 

Values | 

The costs of mining claims and deferred exploration expenditures do not necessarily reflect present or 
future values. 

Restatement of retained earnings 


During 1978, the Company was re-assessed for income taxes applicable to 1974. Accordingly, the 
balance of retained earnings as at January 1, 1977 has been restated from amounts previously reported 
to reflect the retroactive charge of $9,878. 


COMPARATIVE FINANCIAL SUMMARY 


December 31 


1978 1977 
Earnings before extraordinary item ..............ceceeeee Sy tz 197 $ 35,801 
WNetearninps (hss) Go cae pero ep Sp wee ate $ 17,047 S2) ALSO 
Earnings before extraordinary item per share ........... ~ - 
INGE. CoTnInGs {1OSS). POG SMALE :3. 2c. epnacete intends $ -006 $ 02 
BPR a FST TS iat oy a Retion ae a eee WARD CURD eee $ 90,786 - 
BET Aaah) S oo |. SEER a CMe REE AOU EC een OR MOA $ 2,261,638 $ 2,669,375 
sa eR LST et SE Satie eis heen: Ree ee CO ee $ 140,712 & . 22,705 
peo Pr Rena Lt Usman Seat pe Oot a pe 2nd eae ee i $ 2,120,926 $ 2,646,670 


Re SEV g eet ocd 1 oh § Pee deo SOY oe PP OA Rn = = 


